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Aeronautical Radio, Inc. ("ARINC"), by its attorneys and

pursuant to Section 1.429 of the FCC's rules,l hereby

petitions the Commission to clarify and reconsider its Report

and Order in the above-referenced matter. 2 In that Order,

the FCC further streamlined the regulation of many of AT&T's

business services, yet retained price cap safeguards to

protect captive ratepayers of monopoly analog private line

services.

As discus.ed below, however, AT&T has taken advantage of

various ambiguities in the Report and Order to increase rates

for certain private analog service offerings by as much as

soot, thereby effectively circumventing the FCC's

requirements. The agency should therefore clarify or

reconsider its decision by specifying the rate elements to be

47 C.F.R. S 1.429 (1990).

2 Competition in the Interstate Interexchange
Marketplace, CC Docket No. 90-132, Report and Order, released
September 16, 1991 ("Report and Order").
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protected from such price gouging and manipulation. In light

of AT&T's actions, the FCC also should establish service

bands within the analog private line basket to prevent rate

cross-subsidization detrimental to analog service

subscribers.

A. IIDODVCTIOM UJD pcIgOQID

ARINC is the communications company of the air transport

industry and is owned and operated by the airlines and other

aircraft operators. ARINC provides the civil aviation

community with a variety of voice and data telecommunications

services on a not-for-profit basis and represents industry

interests in requlatory and other forums. ARINC and the

airlines rely heavily upon private line services to support

their nationwide and worldwide communications systems.

Accordingly, ARINC and the airlines are significantly

affected by the requlatory decisions made in this proceeding.

In its Report and Order, the Commission concluded that

further streamlining of many of AT&T'. business services

would enhance competition and, thereby, reduce rates for the

pUblic. The FCC recognized, however, that it could not

streamline the requlation of private analog circuits because

of the lack of competition in that market. Further

derequlation of analog private lines, the agency reasoned,
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could lead to increased prices contrary to its goals. 3 The

Commission therefore retained those services under full price

cap regulation in a revised Basket 3.

The day after the FCC's Report and Order was released,

however, AT&T filed analog voice grade tariff revisions to

raise many of its rates substantially.· For example, AT&T

proposed to raise its analog mUltipoint charge from $3.00 to

$15.00 per termination, an increase of 500',' and to increase

the charges for a private line service transfer arrangement

from $29.50 to $50.00 per month, an increase of approximately

66%.6 Moreover, although AT&T proposed to decrease per miles

charges for interoffice circuits,' it would increase the

fixed monthly charges for those circuits from $75.72 to

$175.22 for the 1-50 mileage band and from $156.22 to $175.22

for the 51-100 mileage band.' Thus, changes in the charges

for interoffice circuits would vary, but in some cases would

increase by as much as 125'.

14. at ! 81.

• AT&T Comaunications, Transmittal Nos. 3464 and
3465, filed Sept. 17, 1991.

14. at Sections 8.2.5, 16.2.4.

6 ~. at Section 8.2.4.

, 14. at Section 8.2.1. The per mile charge
decreased from $3.00 to $1.20 for the 1-50 mileage band and
from $1.39 to $1.20 for the 51-100 mileage band.

8 14.
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ARINC and other parties filed petitions for rejection of

those tariff revisions.' The petitioners argued, inter AliA,

that AT&T sought to take advantage of ambiguities in the

Report and Order to increase rates contrary to the FCC's

objectives to protect analog ratepay.rs and without the cost

support or other justification that would oth.rwis. be

required for what amounted to an "above cap" increase. As

such, they showed AT&T's revisions violated Section 201 of

the Communications Act, which requir.s carri.rs to establish

just and reasonable rat.s. IO ARINC demonstrated that if the

revisions were permitted to become effective, ratepayers

would be forced to pay exorbitant rates for services for

which they currently have no competitive alternative. lI It

is the potential for just such abuses that historically

underli.s users' conc.rns about the effectiveness of the

price cap regime in general.

, AT&T Co..unications, Transmittal Nos. 3464 and
3465, "Petition for R.j.ction or, in the Alternative,
Suspension and Inv.stigation," filed by Aeronautical Radio,
Inc., on Sept. 24, 1991; "Petition for Partial Suspension and
Investigation," fil.d by the Ad Hoc Teleco..unications Users
Committee, on S.pt. 24, 1991; "Petition to Reject or, in the
Alternativ., Suspend," filed by the American Petroleum
Institute, on Sept. 25, 1991.

47 U.S.C. S 201(b) (1991).

11 ARINC is transitioning portions of its network to
digital services, but must rely ext.nsively upon analog
facilities for the remaining portions. Therefore, ARINC will
likely be forced to pay the higher rates on most of its
network.
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AT&T contended that analoq services that employ diqital

interoffice circuits should not be sUbject to the price cap

restrictions retained in the Report and Order. 12 AT&T failed

to admit, however, that it had unilaterally transitioned its

subscribers from analoq to diqital interoffice circuit.; nor

did it acknowledqe that users still receive analoq

transmissions over the analoq drops for these circuits.

Nevertheless, AT&T maintained that its self-interested

actions had deprived users of such circuits of essentially

all requlatory protections.

Shortly thereafter, AT&T filed revisions to reduce the

rates for terrestrial television circuits that also would

remain under price caps in the new analoq Basket 3. 13 These

filinqs were intended to satisfy the FCC that the rate

increases for multidrop and interoffice channels under

Transmittal Nos. 3464 and 3465 were at least partly offset,

thereby alleqedly meetinq the requirements set out in the

Report and Order.

The Ca..on Carrier Bureau allowed the rate revisions to

become effective with the usual "form order," findinq nothinq

AT&T Communication., Trans.ittal Nos. 3464 and
3465, "Reply," filed Oct. 3, 1991, at 8 & n.**; ... A1aQ
Letter from John J. Lanqhauser, AT&T, to Donna R. Searcy,
FCC, at 2-3 (Oct. 22, 1991) ("AT&T Letter").

AT&T Communications, Transmittal No. 3532, filed
October 9, 1991.
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patently unlawful with the taritt .14 The Bureau'. Order did

not address the 500t increases or explain how these increases

were consistent with the policies enunciated in the FCC's

Report and Order.

B. The.CC Should clarify ~he &pplioa~io.

a.d Soope of I~a .ePOr~ ..d order
So aa To 'ro~ea, lpalog U,er,

AT&T's rate revisions illustrate the need to clarity

what rate elements should be included in the mcditiedBasket

3. In its pleadinqs on Transmittal Nos. 3464 and 3465, AT&T

claimed that analog service, that employ diqital interottice

circuits should not be placed in the new.analog Basket 3

established by the Report and Order .15 AT&T claims that to

do so "would make the services sUbject to continuinq price

cap requlation dependent not on the nature of the service

provided by AT&T (i.e., analog or diqital) but on the nature

ot the customer's terminal equipment. "16

AT&T's stat..ent is misleadinq. Althouqh AT'T may

employ di9i~al inter-ottice circuits, it provide. analog

service to ARINC. AT&T'. unilateral decision to transition

its interottice circuits to diqital technoloqy to accommodate

14 AT&T communications, Inc., Order, DA 91-1393,
released November 7, 1991.

aa. note 13, .upra.

16 AT&T Letter at 2.
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its own business objectives does not change the fact that the

ultimate transmissions provided to ARINC and the airlines are

analog.

More importantly, AT&T's position ignores the FCC's

objective to protect analog ratepayers that subscribe to

monopoly services without competitive alternatives. AT&T's

claim that there are numerous suppliers of analog multidrop

circuits and, thus, that analog users are not captive

ratepayers is disingenuous. I ' In fact, the number of viable

alternative suppliers is limited. Moreover, no new providers

are likely to enter this particular seqment of the market,

since demand is declining as users transition to digital

services. Thus, AT&T remains the dominant provider of analog

multidrop services.

Even if numerous suppliers existed, ARINC and other

current AT&T customers would not be able to switch easily to

those suppliers. The costs and disruptions associated with

such forced migration outweigh any perceived countervailing

purposes. The costs of transitioning to digital multidrop

circuits would total about $2 million for ARINC alone. The

airlines and other users would incur similar costs. Service

disruptions would likely occur during such a transition

because of the need to coordinate and test changed circuits.

~.
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consequently, the FCC should either clarify or

reconsider its Report and Order to include all analog private

line rate elements under its new Basket 3, regardless of

AT&T's network configuration. only by such action can the

agency establish adequate protections to ensure the proper

implementation of its decision to protect analog private line

users.

e. The rec 8hould ••~abli.h 8ervice
.and. ~o .r.v.n~ cro••-8ub.idi.a~ion
and "~e KaDipula~ion in ~h. • ..
• riya~e Line , ••,.t

As noted above, AT&T apparently has cross-subsidized

terrestrial TV circuits by increasing rates for analog

multidrop users. Indeed, such action is possible as a result

of the FCC's decision not to develop service bands for

individual rate ele.ent. under its "Voice Grade and Below"

category or for the new analog Ba.ket 3. 11 Given the abuses

described herein, however, the FCC should reconsider its

decision not to require service bands in the new Basket. The

manipUlation of rate. and the strategic pricing that has

occurred here -- and which will likely reoccur if not

restricted .hould not be tolerated. 19 Accordingly, ARINC

19

r

Report and Order, at !82.

Indeed, the agency has explicitly restricted such
strategic pricing in the past and should do so here. ~
qenerally Investigation of Special Acce.s Tariffs of Local
Exchange Carriers, CC Docket No. 85-166 Phase II, Part 1, FCC
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asks that the FCC establish 5' service band requirements for

each element in its new analog private line Basket 3.

D. CQlfCLQ'IO.

For the foregoing reasons, the FCC should clarity and

reconsider the Report and Order to ensure the achieve.ent of

its goals to prevent monopoly abuse of captive analog service

users.

Respectfully submitted,

AERONA~ICAL RADIO, INC.
/ / I
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